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	Pike County Light and Power Company (Pike County) has filed Supplement No. 32 to Tariff Electric PA PUC No. 8, which proposes to set to zero the Revenue Neutral Reconciliation, Capital Stock Tax, Corporate Net Income Tax, and Public Utility Realty Tax components of the State Tax Adjustment Surcharge (STAS) and transfer those amounts to base electric rates and apply the remaining STAS to only non-Default service charges
	R-00061423


ORDER


On March 30, 2006, Pike County Light & Power Company (Pike County) filed Supplement No. 32 to Tariff Electric PA PUC No. 8 for the purpose of transferring the Revenue Neutral Reconciliation (RNR), Capital Stock Tax (CST), Corporate Net Income Tax (CNIT), and Public Utility Realty Tax (PURTA) components of the State Tax Adjustment Surcharge (STAS) to base electric rates and to apply the remaining STAS
 to only non-Default service charges with an effective date of June 1, 2006.                          On May 30, 2006, Pike County filed Supplement No. 33 to voluntarily extend the effective date of Supplement No. 32 to July 1, 2006.


The proposed tariff supplement was filed in accordance with our regulations contained in 52 Pa. Code §§ 69.51 – 69.56 relating to the inclusion of state taxes and gross receipts taxes in base rates, non-rate case method.  The manner in which a utility is permitted to include state taxes in base rates outside the context of a general rate case proceeding is set forth in 52 Pa. Code § 69.55(2) as follows:
(2)  Nonrate case method.  The State Tax Adjustment Surcharge and Gross Receipts Tax Rider shall be zeroed, and the tax expenses recovered through application of the surcharge and rider shall be rolled into base rates by filing a tariff or tariff supplement and supporting data on 60-days statutory notice to the Commission.  The transfer of revenues to base rates shall be accomplished so that there will be no effective change in total revenues recovered from each service classification as a result of the roll-in.  The supporting data shall include calculations showing the development of the new tariff rates as well as the revenues which they will produce on an annual basis.  Customers shall be advised of the roll-in of the surcharge and rider by bill insert to be mailed during the normal monthly or quarterly billing cycle.


The RNR was established as part of Act 138 of 1996 and was designed to protect the State’s General Fund during the transition period to a competitive market, by ensuring that electric companies pay the same amount of money in taxes to the State every year.  Act89-2002 set the permanent RNR tax rate paid by electric companies at 1.5% for tax year 2003 and thereafter.  This 1.5 % RNR is included in Pike County’s current electric STAS, along with the CST, CNIT, PURTA and 2005 reconciliation amount for a total current electric STAS of 1.68%, which is applied to all service charges.  The current Gross Receipts Tax (GRT) of 4.4 % is included in electric base rates.  



In order to properly include the full 5.9 % GRT (including RNR) and roll in the CST, CNIT and PURTA amounts currently recovered through the STAS
, Pike County proposes to re-compute its electric base rates using the following three-step process. 

1.   Recompute all base rates to exclude the current 4.4 % GRT.

2.   Adjust Delivery Charges on a per KWh basis to reflect the roll in of Capital Stock Tax and PURTA amounts currently recovered through STAS.

3.   Recompute all base rates to include the full 5.9 % GRT.


The adjusted STAS includes only the reconciliation component of $16,757 that became effective January 1, 2006.  In addition, the revised STAS is based only on non-Default service revenue.  The resulting STAS is a surcharge of 0.53% to be applied only to non-Default service charges.  The increased base electric rates and decreased STAS will produce no effective change in total revenues recovered from each service classification as required at 52 Pa. Code § 69.55(2).  


In accordance with 52 Pa. Code § 69.55(2), the Company will notify its customers of these changes by bill insert during the billing month of May 2006. 



Upon our review, it does not appear that Pike County’s proposed tariff supplement is unlawful, unjust, unreasonable or contrary to the public interest.  However, this does not constitute a determination that this tariff supplement is just, lawful, and reasonable; rather, this is a determination that suspension or further investigation does not appear to be warranted at this time; THEREFORE,

IT IS ORDERED:
1.
That Supplement No. 32 to Tariff Electric PA PUC No. 8 is permitted to become effective July 1, 2006.
2.
That this Order is without prejudice to any formal complaints timely filed against the proposed Tariff Supplement.
3.
That this case be marked closed.






BY THE COMMISSION,






James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  June 22, 2006
ORDER ENTERED:  June 22, 2006
� Based on the 2005 under-collection reconciliation amount effective January 1, 2006.


� The CNIT amount is currently zero and the combined CST and PURTA are a small negative amount.
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